
 

 

 

Dear Applicant : 

We have considered your .*yl . ' .a t ion fo r  recognition of exemption from 
Federal income tax  crrdcr section 501(c)(7) of the Internal  Reveuue Code. 

The evidence submitted disclosed tba t  you a r e  an unincorporated association 
i n  the Sta te  of. . Your const i tut ion and bylmr were adopted on 

. 

Section 111, the objectives of the  Club a r t :  

A. The s t i~a r l a t ion ,  for ter ing  and furthering of an in te res t  i n  
the obedience t raining of dogs. 

B . The encourageren t , suppor t , promotion and conduction of 
obedience tes ta ,  and other 

C. The conduction of c lasres  i n  obedience t raining by Club approved 
methods that  w i l l  best prepare dog and handler t o  earn b r i c a n  
Kennel Club t i t l e s  and more importantly t o  becom good companfons. 

D. The aavancement of the ber t in te res te  of the dog, handler and 
dog fancy. 

E. The foster ing and raintaining among the members of the Club a 
w a r m  friendship and the  highest sportsmanship. 

F. The acquiring, holding and disperring of such real and personal 
property as m y  be desirable o r  nccessaq  i n  the  canduct of the 
business of the Club; and t o  do a11 other thing. necessary and 
incidental t o  the carrying art of the purposes herein r e t  forth. 

The organization'r income i s  derived from duer, obedience classes and dog 
sbwe. You s h w  gross from  thru  is ar follwm: 



   

$ oheaience claseer % 
dog show ent r ier  % 
due. % 
interest /saleu % 

$  

Section SOl(c)(?) of the Internal  Revenuo Code provider oxemptioa for t  

'Clubr organized f o r  pleamoro, rocreation rod o t b r  nonprofit- 
able purporer, rubatantially a11 of tho a c t i r i t i o r  of wbich 
arm f o r  ruch purpose8 rod no pa r t  of tho net earning of vhicb 
inures t o  the benefit of any private rb.reholder.' 

( a )  The e u l p t i o n  provided roction K)l(a) f o r  org;.niutiona 
dercribed i n  roction U)l(c)(7) applies only t o  c l u b  whlcb arm 
organized and oporated a x c h i a l l )  f o r  p lu ru ro ,  r o t r u t i o n  and 
other nonprofitablo purporer, but doer not apply t o  an7 club i f  
any part  of i t r  net  e a r n l n p  irruror t o  th benofit of aw prioato 
shareholder. I n  &onoral, t h i r  o x m t i o n  oxtendm t o  roci.1 roJ 
recreation c l u b  vhich a r e  rupported rololy by o s r k r r b i p  foor, 
duer ano a r r e r r m t r .  Bouever, a clnb othorviro ont i t lad  t o  
exemption w i l l  not b. dimqualified b o ~ u o o  i t  ra i ror  rovomu from 
m b e r r  through tho w e  of club f a d l i t l o r  o r  i n  connoctlon r l t h  
club accirit ior." 

'(b) A clvCe vhich ongagem i n  barinorr, much ma lvkiw i t r  roci.1 
and recroatronal f a c i l i t i o r  avallablo t o  tho 8eaarrrl public o r  
by r e l l i m  rea l  ortat., tirbsr, o r  other p r o b c t r  i n  not o r m u b e d  
and operatod oxclurivoly f o r  p l u m r o ,  r o c r u t i o n  rod o t b s  oorp- 
profitable purporor, a d  I8 not exempt d e s  roction U)l(a). 
Sol ici tat ion by advotti..lrot o r  othenriro f o r  public pattom80 of 
its faci l i t iom i r  priPr fac ie  evidonco that tho club 10 .ry.@w 
i n  businoar rod i r  not k i n 8  operated oxclwi*.ly f o r  p b a u r o ,  
recreation or  rocb.1 p u r ~ o a o r ~  Eavovor, an lacIdanu1 ralo of 
property w i l l  not d o p r i n  r club of i t r  ourption.' 

Public Law 94-568, SelhBt8 Report numbor 961318, 2d Smaaioo, 1979 C.1. 
596, r e t r  fo r th  percentage gui&lia+r coacornia8 th. parmlmr1bl.o .rorrrt 
of grorr r rcoip t r  vhich roci.1 club may dor im f r a  nonwrb.r act ivi ty.  
Them. perconta~or  ruporcode thoma provided i n  brrtma P?oca&m 71-17, 
1971-1 C.B. 683. Social club. a re  nar perr i t tod t o  rocoivo up to 35 
percoat of t h e l r  grora rocoiptr,  h e l d l n ~  i n w t m t  iucon from rou?coo 
outride of their memborrhip vitbout lor ing tho i r  tex  o r u q t  rtatw. Of 
thlr 35 percent, not w r o  t h n  13 percent uj bo dori-d from tho w o  of 
r roci.1 club', facilities or rc r r i ce r  by tb. gonmral public. ICwn tw 
gram rrcoiptm from the aenaral p b l i c  rrcaod thia rt.lrdrtd, it  h m  wt 
necorrarily er tabl i rh  that thero i r  a nm-t puma. A c s d c W #  . ..; 
t b t  there i r  a nonexoopt purpora w i l l  be barad on a l l  tho fac t#  and 
circunrstancer including, but not l i J t e d  to,  the grorr rscoiptm factor-  



 

Revenue Kuliny 68-638, 1968-2 C.H. 200 denied SOl(c)(7) a tvtua t o  a 
c<;uncry club w l ~ l c  h annually k.06tS a goli  Lo.JrUt;c.nt. t o  which the  general 
public i s  admitted f o r  a charge. During tb ; l  tournrmcnts, t he  club deriver 
eubetbnt ia l  rece ip ts  from admission fee?,  broadcastina r?ghts ,  parking 
fees ,  and food and baverage concess¶~or .  The ne t  incore from the  
tourntmcnte i s  uaed f o r  c a p i t a l  improveocotr end club operating expenses. 
The club was held t o  be engaging i n  burinerr v i t h  tho general public. 

On the b a r i r  of the i a f o r r ~ s t i o n  r u b d t t e d  i t  a p p u r r  you a r e  not o r ~ n i z d  
exclueively fd r  pleasure, recreat ion o r  other  r l a i l a r  n ~ n p r ~ f i t a b l e  purporer 
f o r  your meabarr. You advert iae  your obedience c l a r r e r  t o  t h e  public .pd 
you hove dog s h w r  f o r  the public, a11 of vhich earn# fund8 f o r  t he  Club; 
therefore  you a r e  r o l i c i t l n ~  public patronage and a r e  not ope-ating u- 
clueively f o r  recreat ional  purporer f o r  y w r  m b e r ~ .  You r t a t e  i n  
Schedule D, quertioa 3(a) "tbt the c l a r r e r  a r e  a w n  f o r  t h e  spec i f ic  
purporer of public par t ic ipat ion.  The c l a r r e r  teach obedience t ra in lng  
techniquer a0 wal l  am give h l n t r  on aood dog core. I n  addition, t he  c l a r r e r  
a r e  desimed f o r  dog and handler par t ic ipat ion.  " 

We conclude you a r e  not exerpt from Iedora l  i a c o w  tax trodor rec t iou  
5Ol(c)(7). You are required t o  f 118 Form 1120, t adora l  fncm T u  P8turn. 

I f  you do not  agree with the re  conclruionr, you may, r i t b i n  30 day. from 
the da te  of t h i r  l e t t e r ,  f i l e  i n  dupl icate  a br ie f  of tho fact., lm and 
argumant t h a t  c l ea r ly  s e t 8  f o r t h  your pori t iao.  I f  you d m i r e  ao oral 
dircus6ion of t h e  issue,  pleare  l ad iea t e  t h i r  i n  your protoat. Tb. 
encloaed P u b l i c ~ t i o n  892 &re# inr t ruc t ione  f o r  f i l i n ~  p t o t u t .  

I f  you do not f i l e  a proteat  with t h i a  o f f i c e  witbin 30 dafr of tb date 
of tNr report  o r  l e t t e r ,  thir proposed d e t e r d n a t f o a  rill bacon f ina l .  

I f  you agree with three  conclurionr o r  do not v i r h  t o  f i l e  a written 
p ro te r t ,  p l e u e  a ian  aad re turn  Form 6018 i n  t h e  euclooed r e l f - a d d n r u b  
envelope a s  soon am porrible. 

Sincerely, 

Dirtrict Director 

Enclosure: 
Publication 892 
Form 6038 
Envelope 




